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STR ACTION - ELECTRICALLY 

S/S-0 NOTIFY DON KELLY (395-6131) 

FOR ALAN WOLFF AND WILLIAM KELLY 

E.O. 11652: NA 
TAGS: ETRDMTN 

SUB J : U.S. POSITION FOR GROUP NON-TARIFF MEASURES JAN. 13 
REFS: (A) TPSC 76-76, (B) EC BRUSSELS 11898, (C) TOKYO 18030 

1. SUMMARY. MTN DEL RECOMMENDS AMENDMENT OF U.S. 

POSITION FOR NTM PARENT GROUP MEETING JAN 13 WITH 

REGARD TO PROPOSED STATEMENT ON TAX PRACTICES. END SUMMARY. 

2. NTM PARENT GROUP MEETING JAN 13 WILL BE DEVOTED 
ESSENTIALLY TO PROCEDURAL QUESTIONS. ALL ADEQUATELY 
COVERED BY TPSC 76-76. WHILE U.S. AND OTHERS OF COURSE 
HAVE THE RIGHT TO RAISE ADDITIONAL MATTERS UNDER "OTHER 
BUSINESS," MTN DEL HAS SERIOUS RESERVATIONS ABOUT 
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ADVISABILITY OF U.S. STATEMENT ON TAX PRACTICES PER 
PARA 4 AND PAGES 5-6 OF TPSC 76-76 FOR FOLLOWING 
REASONS: 

(A) PARA 4(B) QUITE PROPERLY CALLS FOR PRIOR 
CONSULTATION WITH EC AND OTHERS TO ELICIT THEIR SUPPORT; 
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WOLFF BUT THE EFFORT UNFORTUNATELY LED TO "ABSOLUTE 
REJECTION" BY EC OF A PLAN INVOLVING INTER-ALIA A PRO- 
POSED AGREEMENT THAT TAX PRACTICES AFFECTING TRADE WERE 
APPROPRIATE FOR NEGOTIATION IN MTN (REFTEL B). JAPAN WAS 
ALSO UNRECEPTIVE (REF C). 

(B) PROPOSED STATEMENT FOR NTM PARENT GROUP IS LIKELY 
IN OUR VIEW TO PROVOKE EC TO STATE ITS OPPOSITION TO 
IDEA OF RENEGOTIATING IN MTN GATT RULES ON DIRECT AND 
INDIRECT TAXES; IT SEEMS UNWISE TO MTN DEL TO RISK HAVING 
EC GO ON RECORD IN THIS VEIN WHEN, AS OUR OWN PROPOSED 
STATEMENT SAYS, WE HAVE NO PROPOSAL TO PUT FORWARD AT THIS 
TIME AS TO HOW OR WHERE OR WHEN WE THINK THE MATTER SHOULD 
BE ADDRESSED. 

(C) SPECIFIC REFERENCE IN U.S. STATEMENT TO DISC 

AND RELATED TAX PANEL FINDINGS WILL BE INTERPRETED BY 
OTHERS AS AN ATTEMPT TO TRANSFER THIS CONTROVERSY TO MTN 
NEGOTIATING FORUM; SOME DELEGATIONS MAY WANT TO GO ON 
RECORD AGAINST THIS IDEA RIGHT AWAY, HOPING THERE BY TO 
ENCOURAGE INCOMING CARTER ADMINISTRATION TO ABOLISH DISC 
UNILATERALLY. 

3. U.S. HAS BEEN ON RECORD SINCE NOV 1975 MEETING OF SUB- 
GROUP ON SUBSIDIES/CVD THAT THE EFFECT ON INTERNATIONAL 
TRADE OF BORDER TAX ADJUSTMENTS NEEDS TO BE ADDRESSED 
EITHER IN SUBSIDIES/CVD CODE OR ELSEWHERE IN MTN 
(75 MTN GENEVA 8588) AND LATEST U.S. WRITTEN SUBMISSION 
TO SUBSIDIES/CVD GROUP (MTN/NTM/43/ADD 6 MAY 31, 1976) 
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REITERATES U.S. VIEW THAT NEW RULES ON SUBSIDIES/CVD 
MUST CONTAIN PROVISIONS THAT DEAL WITH THE IMPACT OF 
VARYING TAX PRACTICES ON INTERNATIONAL TRADE. THUS THE 
U.S. POSITION IS PLAIN AND OUR RECORD IS PRESERVED. NO 
NEGOTIATING PURPOSE IS SERVED BY YET ANOTHER STATEMENT 
AND, AS POINTED OUT ABOVE, A STATEMENT CARRIES SOME RISK. 
THERE IS NO COMPELLING NEED TO SAY ANYTHING ABOUT TAX 
PRACTICES DURING TOMORROW S NTM PARENT GROUP MEETING AND 
MTN DEL THEREFORE STRONGLY RECOMMENDS THAT WE NOT RAISE 
THE SUBJECT.WALKER 
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